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Around the Round Table.... 


Herman Finer, professor of political science at the University of Chi- - 
cago, recently came to the University from England. He studied at the : 
City of London College, the London School of Economics, and the Univer- - 
sity of London; and he has received his B.Sc., M.Sc., and D.Sc. degrees. In 1924 and | 
from 1932 to 1933 he studied in the United States under the Rockefeller Foundation, | 
From 1920 to 1942 he was associated with the London School of Economics; and he : 
served as examiner for the University of London. He was also director of research for 
study of the Tennessee Valley Authority. He is the author of many books, among which . 
are: Foreign Governments at Work (1922); Representative Government and a Parliament of 
Industry (1924); British Civil Service (1927 and 1937); The Theory and Practice of Modern ' 
Government (1932); Mussolini’s Italy (1935); The TVA (1944); and The Road to Reaction . 
(1945). 
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Joun M. Gaus, professor of political science at the University of Wis- 
consin, attended Amherst College, where he received his A.B. degree, and 
was granted his A.M. and Ph.D. degrees from Harvard University. Before 
joining the faculty of the University of Wisconsin in 1923, he taught at Amherst College 
and the University of Minnesota, and he has served as a visiting professor at Harvard 
University. He has been active in government activities in Massachusetts and Wisconsin. 
He is the author of Great Britain (1929); Frontiers of Public Administration (with M. E. 
Dimock and L. D. White) (1936); and Public Administration and the United States De- 
partment of Agriculture (with Leon Wolcott) (1940). 
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| ; Gorpon Huson, economic information officer for the British Embassy in 
: Ue 6 Washington, was born in London, England. He studied at the Sorbonne 
in Paris, France, and was a student at the London School of Economics 
from 1932 to 1936. He was a barrister-at-law at Grays Inn from 1934 to 1944. Mr. Huson 
formerly served as a lecturer on economics and local government for the Workers Educa- 
tional Association; and, at one time, he was statistical editor of the publications of the 
London County Council. Before entering the services, he was assistant financial editor 
of the London News Chronicle; and since the end of the war, he has been a member of the 
Foreign Office. His wartime service was with British Intelligence, with which he was 
associated from 1939 to 1946, leaving the service with the rank of major. Mr. Huson was 
a contributor to How the City Works (1938) and author of The Forces in Pictures(1944). 


in Chicago and attended the University of Chicago, where he received his 
Ph.B. degree. Mr, Kuh was formerly a reporter on the Chicago Herald and 
the Chicago Evening Post. From 1919 to 1923 he was Central European correspondent for 
the London Daily Herald. He joined the staff of the United Press in 1924 and served in 
London, Moscow, and Berlin as well as on special missions to Manchuria and other 
European countries. He has been associated with the Chicago Sun since 1942. 
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The British Economic Crisis 


* 


From Chicago 


Mr. Gaus: We have arranged a stage setting for this broad- 

cast. There is a snowstorm outside our window here at Mitchell 

~ Tower. It was a blizzard in Britain three weeks ago which tied 

up the transport of coal and made American newspapers headline 

the British economic crisis, which we are to discuss today. 
Is a British blizzard any concern to us? And how? 


Mr. Finer: And how! And how! Why the British blizzard 
has even sent a chill swirling through the halls of Congress. And 
every newspaper which I saw last night carried long columns on 
Britain’s incapacity to finance starving Greece, on the race be- 
tween British production and the spending of her American 
loans, and on the need for sharing commitments in Palestine. 
All this was blown up by the blizzard below the blizzard—the 
economic blizzard. 


Mr. Gaus: Is this race against time basically, however, a 
problem of coal and transport? 


Mr. Huson: I would underline everything which Finer said. 
The blizzard in Britain is not just a narrow question of more 
British woolens. It has repercussions over the whole world. When 
the coal supply falls off, Britain’s production stops. Production 
means economic power. Anything which weakens Britain is not 
only bad for Britain but for the world as a whole. America now 
realizes this, especially if it means footing the bill. 


Mr. Gaus: The questions here not only seem to me world- 
wide in scope, as you outline them, but also seem to be coming 
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to a sharper focus and urgency—I was going to say “daily,” but 
one can say “every hour.” 

We hope to hear something about them from Mr. Kuh, who 
is to give a picture of present conditions in the British economy. 
For that picture we take you now to London to present Frederick — 
Kuh, the London correspondent of the Chicago Sun. 


From London 


Mr. Kun: In these few minutes I would like to limit myself to. 
just one aspect of Britain’s economic crisis. It is the question 
which is being talked about here more and more, namely, what 
ought to come first? Which is the first priority? 

Britain needs more coal and manpower. She has to export 
more to pay her way to finance essential imports of food and raw 
materials. She needs millions of houses. But Britain cannot pos- 
sibly fill all these requirements at once and with equal intensity 
and success. As my friend says, it would be “‘like shoveling fleas.” 

So, Britain’s needs have to be listed in the order of their im- 
portance. In the economic survey which the Labor government 
published a few days ago, the objectives for 1947 are laid down. 
And what has the government put at the head of the list? De- 
fense! 

Let us look at what that means. There are now more than two 
million men in the British armed forces or engaged in supplying 
them. A year from today the number will still be more than one 
and a half millions. Contrast this with the government’s own esti- 
mates that at least seven hundred thousand workers are lacking 
in the country’s production apparatus—seven hundred thou- 
sand more laborers are needed to lift the economy up to the level 
at which both ends meet without meeting in the breadline. 


The University of Chicago Rounp Tasue. Published weekly. 10 cents a copy; 
full-year subscription, 52 issues, three dollars. Published by the University of 
Chicago, Chicago, Illinois. Entered as second-class matter Fanuary 3, 1939, at 
the post office at Chicago, Illinois, under the Act of March 3, 1879. 


[2] 


A very articulate minority among the Labor government’s 
followers in Parliament and in the press is saying that it does not 
make sense to maintain the combined army, navy, and air force 
at more than twice their prewar strength. Why, they ask, keep 
more than one-seventh of the nation’s total male workers in 
military occupations at the same time that the government is 
proclaiming that a manpower shortage is one of the two principal 
causes of Britain’s economic decline? In the current year this de- 
fense establishment will cost Britain three and a half billion dol- 
lars. That is roughly 27 per cent of the total national budget of 
a country once rich but now impoverished. 

The government says that these armed forces are the mini- 
mum for protecting the Empire and upholding Britain’s part in 
world affairs. The critics answer that large numbers of troops 
offer little security in an atomic war anyhow. Who is going to at- 
tack Britain? The United States? Certainly not! Russia? There 
is hardly anyone in Britain who believes that. Russia is emerging 
from a terrible crop failure. She is suffering serious shortcomings 
in her own economy. Russia’s coal production is backward, like 
Britain’s, and this is holding up Soviet recovery all along the 
line. 

But Mr. Bevin would answer that further to reduce Britain’s 
armed forces would undermine her foreign policy. But is Britain’s 
economic weakness not the real threat to British diplomacy? The 
British have just appealed to the United States to take over the 
burden of saving Greece from economic collapse, because Britain 
cannot carry the load any more. Almost every European coun- 
try would lool: to Britain, as well as to America, if the British 
could substantially help in their reconstruction. But Britain 
lacks the coal and the men at home to produce what they them- 
selves want in sufficient volume. And so the voice of British 
diplomacy grows fainter. 

You are likely to hear a good deal of the demand to release 
more men from the armed forces for civilian production where 
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} 
they are urgently needed in the mines, in the textile mills, on 


farms, and to build homes. Nevertheless, in listing the coun- 
try’s objectives for 1947, the British government put defense 
first; it put the export drive second; and third place goes to the 
provision of new machinery for Britain’s technical renewal. 

Of all the money which Britain will spend on imports this — 
year, only 4 per cent will be used to buy machinery abroad. That 
is a trifle more than for tobacco imports. In 1947 Britain is going 
to invest only 15 per cent more in capital equipment and main- 
tenance than in a normal prewar year; and this despite the ar- 
rears of six war years during which its production plant was either 
put to hard wear and use for turning out munitions or was neg- 
lected. Even before British industries were run down in wartime, 
old-fashioned or frayed machinery put Britain at a severe dis- 
advantage. In the thirties, for instance, Britain was outstripped 
by Japan in the world’s textile market because the Japanese had 
new looms and spindles, while Lancaster was relying on worn and 
wasteful machinery. Will the British be able to stand the pace in 
the highly competitive markets ahead unless many of their in- 
dustries are overhauled, modernized, given new machines? Peo- 
ple here are growing more insistent that the government, in its 
planning, give industry a much better chance to reequip itself. 

Britain’s ability to pull herself out of this crisis depends large- 
ly on her choice of priorities. Should the maintenance of large and 
costly armed forces come first and technical renovation of in- 

_dustry be a poor third? 


From Chicago 


Mr. Gaus: Kuh’s reference to the Greek situation raises in 
the minds of an American citizen the question of why Britain 
cannot carry her share of the load in the tasks of peace such as 
occupation and relief? What is behind this breakdown in the oc- 
cupation and relief program? Does that play into the whole 
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question of manpower and the coal shortage and the other issues 
_ which radiate out? 


Mr. Finer: Yes, I certainly think that they do. I think that 
we have to take this question point by point in making an anal- 
ysis of the situation. What was the British situation as it has 


been derived from the war—the terrible seven years’ beating 
which she took? 


Mr. Huson: Not a beating exactly! We rather take exception 
to that, you know. 


Mr. Finer: What I mean to say is the damage to her produc- 
tive capacities and now the need to reconvert, to improve, and 
to start on her great production and export drive once again. 


Mr. Gaus: And she is starting with an industry which has 
been sick, I think you would agree, would you not, Huson, for 
decades? 


Mr. Huson: Yes. Of course, there has been the constant 
problem with coal. We are now trying with a hundred thousand 
fuel workers to produce as much coal as we did before the war. 
We have undoubtedly made great strides, despite the gloomy 
picture which is now being painted, toward getting our indus- 
tries, particularly heavy industry, geared up to a very high level 
of production. And that these very industries are consuming so 
much coal is one of the main reasons (that is, the consumption 
side) which is causing us to have this coal crisis. 


Mr. Gaus: That is, you have a crisis almost from prosperity 
in industry. Or is that putting it too strongly? 


Mr. Huson: I would not say so. You see, we have less than 
2 per cent unemployed, and the problem is to get labor into the 
mines, because the coal and also the power output is the present 
bottleneck. 
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Mr. Finer: It is absolutely necessary to stress the peculiar 
geographical position of Great Britain. I think that it must be 
understood by the rest of the world that she has no home re- 
sources, except coal and grass and character. 


Mr. Huson: Her size, after all, is only the area of a normal 
American state. 


Mr. Finer: She has no oil; she has no cotton; she has no corn; 
she has no silver or copper; she has no natural gas; she has no 
timber. All that she has is skill—an organizational capacity to 
convert her imports of raw material and food into highly priced 
things which people abroad will be glad to buy. 


Mr. Gaus: You might say that her job in the world economy 
is to process with skills, is it not? 


Mr. Finer: That is absolutely the position! 


Mr. Gaus: Of course, at one time coal and wool were impor- 
tant items. Coal is out now as an export, I take it? 


Mr. Huson: Yes, it is virtually out at the moment. 


Mr. Gaus: So that Britain has to find her export balance in 
some other areas. 


Mr. Huson: It is now mainly through manufactures, and 
these, of course, at the moment are consuming the coal very, very 
heavily. 


Mr. Finer: We have come to the position where, in order to 
stead Britain over from the time of reconversion to the time 
when she can finance her imports and exports out of her own 
resources, she has to have the American and the Canadian loans 
of five billion dollars. That means that there is definitely a race 
between the expenditure of that amount of money for the things 
which Britain wants from abroad and her production. What is 


the target, then, for production in order that Britain can win 
that race? 
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Mr. Huson: The position is, as you know, that we have to 
import half our food and the bulk of our raw materials. Before 
the war, we used to pay for those imports largely with our invest- 
ments. Now we have sold the investments. So, in order to pay for 
them, we have to export in the postwar period, only to achieve 
our prewar standard of living, 75 per cent more goods in volume 
than we did before the war. 


Mr. Finer: Gee, do you realize what that means in terms of 
labor power? What is the labor power today? What is the total 
gainfully occupied population of Great Britain? 


Mr. Huson: About twenty million workers. 


Mr. Finer: Supposing we convert that twenty million into 
the amount of manpower required to raise production to 175 per 
cent of the 1938 volume of production, what would it give you in 
terms of men? 


Mr. Huson: That is a slight oversimplification, because, of 
course, we do not anticipate exporting coal, which is so much a 
manpower asset, as we do anticipate expanding our exports of 
manufactured goods, chemicals, machinery, and goods like that. 


Mr. Finer: Would you say that it is fair to say that twenty 
million people would have to do roughly about thirty million 
people’s work? 


Mr. Huson: It looks very much like it. 


Mr. Gaus: And do you not have to add to that picture, while 
we are getting this before us, the fact that you are carrying not 
only your own people but that you have to feed the areas which 
you are occupying as a result of the war? That affects your pic- 
ture, does it not? 


Mr. Huson: Very much! One of our chief worries is the con- 
stant drain of foreign exchange not only for Germany but also 
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for UNRRA, for our colonial development fund, and for our 
other overseas commitments, particularly our forces overseas. 


Mr. Gaus: I take it that part of that has to be spent, par- 
ticularly for goods, in this country at American prices; and food 
prices, of course, have gone up in the last year. 


Mr. Huson: Of course, Dalton, when he introduced the budg- 
et for our part of the cost in Germany, estimated that it was 
going to cost two hundred and forty million dollars; and he men- 
tioned then what a high proportion of dollars (actual dollars, not 
pounds) it was going to cost, because we had to buy food from 
North America. Since that two hundred and forty million dollars 
expenditure was passed, he has had to have a further amount 
passed by Parliament, so that altogether the British bill for the 
current year, in Germany, is in the nature of very nearly five 
hundred million dollars. 


Mr. Finer: How would you put that as a proportion of the 
American loan? 


Mr. Huson: That, plus our commitments for the bi-zonal 
agreement, totals almost one-seventh of the American line of 
credit. 


Mr. Gaus: As a reader of American newspapers, I am con- 
stantly coming across the phrase “the British half of the load of 
relief and occupation costs” and so on. Could we now, in the 
light of these figures which you have given us, put that alongside 
that phrase, “half the load,” a comparison of resources of income 
and population between Britain and the United States? How 
would that stack up? 


Mr. Finer: That would be worth while. A thing which very 
much impresses me always is that the general standard of living 
in Britain, of course, is much lower than that of the United 
States, even when the British are in full employment and work- 
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ing very hard. If we give the United States the figure of fourteen, 
then for Britain it is nine. There are forty-seven million people 
who live on an island of eighty thousand square miles and with 
this lack of resources that we have mentioned hitherto. 


Mr. Husow: I would like to point out that it is only the gov- 
ernment’s initial aim to reach again the standard of 1938 and to 
get away from all these shortages. 


Mr. Finer: It is not “get rich quick’”’; it is “get poor slowly.” 


Mr. Gaus: Could we put it this way? Compared with the 
United States, Britain has a national income of about a fourth 
of our own and a population of about a third of our own. 


Mr. Finer: That puts it very well. 


Mr. Gaus: So that we have one comment on the suggestion 
that the British should work harder to carry their half of the 
load. Could we focus again on this suggestion which we hear in 
some newspapers that the reason for this failure is because 
Britain has a Labor party government in power? 


Mr. Finer: That is a regular tag. 


Mr. Huson: I am rather tickled to answer this question, be- 
cause I am supposed not to have any politics. You know, we are 
very different in the British Civil Service. If one has a party line, 
he is out. But I must say that very little blame can be allotted to 
the present government for this. It is essentially a long-term 
problem, and I do feel that if one looks back over the last eight- 
een months, there have been some real achievements to the 
credit of the Labor government. For one thing, they have man- 
aged their labor extremely well. We have lost, in the last eighteen 
months, only three and three-quarter million working days, 
which corresponds to about forty million in the same period 
after the last war. And I think that I would not be overestimat- 
ing when I say about thirty times that number have been lost in 
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the United States in the same period. And, of course, they have 
other home problems as well as this international problem. They 
have the problem of rehousing their own people. 


Mr. Finer: Not being a British civil servant at the moment, 
I think that I would go just a little further than you. It is tenable 
that if there had not been a Labor government elected by the 
people, labor difficulties might have been rather greater than 
they have been. 


Mr. Huson: I agree with that. 
Mr. Finer: It would be tenable to put it that way. 


Mr. Gaus: And, of course, I can go further than either of you 
and say that I would suggest that a major resource which people 
often overlook in any situation of this sort is the experience in 
organizing and focusing the national energies. The general civic 
sense of the British will count in this crisis and in the continuance 
of solving the problems which confront Britain. 


Mr. Huson: You have only to look, for example, at the de- 
bate on the coal crisis in the House of Commons to see the way 
the so-called opposition, the Conservatives, came out fully in 
favor of the government’s measures to cope with the situation. 


Mr. Finer: Another thing which surprised me was the spon- 
taneity of the feeling in the House of Commons about their com- 
mitments abroad. In fact, they did more than they felt they 
could at one time. 


Mr. Huson: And we even get papers, proverbially bitter anti- 
socialist, such as the Daily Mail and the Daily Express, coming 
out and even backing the government’s idea of night shifts so 
that we get an all-round load on our electricity power output. 


Mr. Gaus: We Americans can sit by and admire that energy 
and civic resource and can commiserate about the economic and 
other difficulties. But, really, does it make any difference to us 
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_ whether Great Britain wins or loses in this race of which you 
_ speak, Finer, as a race against time? So what? 


Mr. Finer: So what? So what? We have no world govern- 
ment today. What is there in its place? The power and influence 
of individual nations. From 1692 to 1942 Britain carried this 
burden, on the whole liberally. In 1942 the American Navy and 
Air Force overtook it. The marshal’s baton has been in America’s 
knapsack since 1776. She simply cannot avoid taking it out and 
with it all the responsibility and effort which that means. The 
only issue is: Does she want to do.it alone, or will she do it with 
like-minded partners? 


Mr. Gaus: Could we translate that into somewhat more con- 
crete terms? How would you say the thing stacks up in terms of 
the relation of your economic difficulties to the wider area of 
which your processing and commercial function is a part? 


Mr. Huson: Undoubtedly one of the main British problems 
will be in the long run to find markets for this expanded volume 
of exports. On that point I would like to emphasize how much 
we stand behind the American idea of an ever expanding world 
economy with more trade, more freedom of trade, and a greater, 
gradually rising standard of living for all peoples of the world. 
It is only in that framework that our British plan can ever suc- 
ceed. 


Mr. Gaus: Of course, I look at the fact of the 40 per cent 
increase in our own food prices and the taking-off of controls 
here very shortly after the war as typical of the difficulties 
which I should think all industrial nations, British and others, 
will face. 


Mr. Huson: Of course, those two things which you mention, 
Gaus, have made our difficulty very much worse. You mentioned 
the rising food prices. They have definitely shortened (we reckon 
that they have gone up nearly 40 per cent for our purchases of 
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food), by that amount, the length of time on which we can rely 
upon the American line of credit. . 


Mr. Gaus: Would you feel, Finer, that the general idea of 
reciprocal trade agreements, of devices of that kind, and perhaps 
other kinds, on the part of this country and other countries is a 
part of this picture of a world system? 


Mr. Finer: The possibility of importing things into the 
United States is a godsend for other countries. In fact, their 
prosperity depends, some to the extent of 25 per cent or 35 per 
cent, on the United States as a market. 


Mr. Gaus: That means in one sense, as many of my friends 
say to me, that the immediate American contribution to world 
restoration is for us to be as prosperous as we can and to buy as 
much stuff in our prosperity from places where it can best be 
produced. 

Does that throw any light upon this question of empire? 
Is empire a kind of substitute for some other new device, yet to 
be invented, for the encouragement and facilitating of inter- 
national trade? 


Mr. Finer: Until the machinery of the United Nations, the 
World Bank and the Fund, and the ancillary organizations have 
really taken over thoroughly, the individual nations have, in as — 
much consult as possible with each other, to take the responsi- 
bility to develop the rest of the world, to do trade with them, to 
help them get up to their high standard of living. 


Mr. Huson: I do think that the people of great skill who did 
make and found the World Bank undoubtedly built the machin- 
ery which is capable, if it is worked with everyone wholehearted- 
ly cooperating, of solving this problem. 


Mr. Gaus: That is essentially an economic measure, is it not? 


Mr. Finer: Yes. 
[12] 


Mr. Gaus: But it seems to me that this goes, however, deeper 
than economics. I reveal my prejudices. It goes also to the ques- 
tion of political stability and the existence of a kind of com- 
munity—it may be in a remote part of the world—where there 
is sufficient guarantee of stability so that people will be willing to 
save and be willing to build up their enterprises so that we will 
get a mounting demand for the goods of industrial countries like 
the United States, Great Britain, Sweden, and other countries. 
A political system is as much a part of the picture as the eco- 
nomic system. 


Mr. Finer: I quite agree with you. As I see it, both our com- 
munities would like to see the world in its backward parts devel- 
oped, not only in regard to standard of living but we would like 
to see democratic communities. That is a very important ques- 
tion. 


Mr. Gaus: It is important immediately, too, is it not, in terms 
of this matter of occupation of areas? At the end of World War I, 
we had four, at least, great empires in dissolution—the Ottoman 
Empire, the Russian, the German, and the Austro-Hungarian. 
Their end created a vacuum into which some new kinds of or- 
ganization had to flow in order to maintain any kind of life itself. 


Mr. Huson: Are you suggesting that the British Empire is 
about to dissolve in the same way? 


Mr. Gaus: I am suggesting that we have, in a sense, a more 
serious problem now than the dissolution of any empire, whether 
it is the British Empire in India or our own in the Caribbean. 
It seems to me a problem which cuts up and down through all 
the relationships between an industrial and Western and scien- 
tifically based society and those of very ancient civilizations, 
chiefly agrarian, with very low standards of living in our sense 
of the term—in India or in the Far East generally. That prob- 
lem goes very deep, it seems to me. Can we keep some kind of 
reasonably adequate order so that production can be resumed? 
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Mr. Finer: That takes us to the question which was summed 
up in MacArthur’s slogan, “Send me soldiers or send me food.” 
If we are going, if I may use an American colloquialism, to baby 
along the babies in the rest of the world until they are grown up 
and are self-sustaining, self-governing communities, someone 
has to do it. Those who are not so powerful as they were are tak- 
ing second line in the campaign. Those who are strongest will 
have to come forward. They cannot avoid coming forward to 
take a major part in the enterprise. i 


Mr. Huson: “Send me soldiers or send me food” reminds me 
that I do not think that we have any food to spare in Britain. 
As for sending soldiers, I would like to refer to the remarks of 
Frederick Kuh, whom I met in London. I think that he is quite 
right that having two million of the British people still engaged 
in the services or in producing for the services is a really serious 
burden and one which undoubtedly will give the government in 
Britain much serious consideration. If we do not provide those 
two million, who is going to? 


Mr. Finer: That is the point. I am tempted, if you will per- 
mit me, once more to repeat that prophecy of Matthew Arnold’s, 
eighty years ago: 


Staggering on to her goal; 

Bearing on shoulders immense, 

Atlantean, the load,.... 

Of the too vast orb of her fate. 
If it is too vast for her, then some great partner has to come and 
shoulder part of the burden. 


Mr. Gaus: You have that at every point, it seems to me, 
where these (I generalize very much) two systems of industry 
and of nonscientific industry meet. We have seen it in the Carib- 
bean; I have seen it in Puerto Rico: And you have it in various 
parts of the world. I raise that point because I think that we are 
inclined this morning to have our eyes too much on the more 
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dramatic situation of Greece or perhaps of Germany. Those are 
dramatic, and those are important; but have we not a long-run 
problem here beyond the question of the immediate question of 
dollars and of coal which we have to face? 


Mr. Finer: It is the government of the world. 


Mr. Huson: That is really what it is, and I must say that we 
have also in Britain, not only these economic liabilities as well 
as the assets, but we have, as Life pointed out in its recent edi- 
torial, very much not only the coal in Britain but also the na- 
tional characteristic which is a real asset. Or dare I say it to you? 


Mr. Gaus: I am glad to have you say it to me, because I want 

to translate it more concretely and to say that that character 

_registers itself in an ability to organize and focus the efforts of a 

great number of people, and that is an important lesson, it 
seems to me, for any society to learn. 

We Americans are shrinking at the moment, I think, from 
what lies ahead of us. We are asking, ‘““Where do we get off? Do 
we get off?” Some would say, “Are we being taken for a ride?” 
“Where do we go from here?” 

An American citizen may well feel that great issues press upon 
him now—issues which he would like to avoid or escape but can- 
not. How shall we move from dislocations of war to peace? How 
shall we create those conditions which facilitate the exchange of 
goods built up through science and invention? The immediate 
problems of relief are only a part of this picture. Can an indus- 
trial civilization be related to the masses of agrarian and up- 
rooted civilizations now in process of revolution? 
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opinions of the Rounp TaBLeE speakers. 
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BRITAIN’S ECONOMIC 
BUDGET, 1947 


* 


(The following is a summary of the White Paper of February 21, 1947, 
“Economic Survey for 1947," reprinted by permission 
of the British Information Services) 


> 


l. INTRODUCTORY 


Zz. The object of economic planning is to use the national resources 
in the best interests of the nation as a whole. There is an essential differ- 
ence between totalitarian and democratic planning. In normal times, 
the people of a democratic country will not give up their freedom of 
choice to their Government. A democratic Government must therefore 
conduct its economic planning in a manner which preserves the maxi- 
mum possible freedom of choice to the individual citizen. 


2. The British Government is seeking to develop a system of eco- 
nomic planning, of which the following are the chief elements: 
(i) An organisation with enough knowledge and reliable informa- 


tion to assess national resources and to formulate national needs. 


(ii) A set of economic “budgets”’ which relate these needs to our re- 
sources, and which enable the Government to say what is the 
best use for the resources in the national interest. 
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(iii) 


A number of methods, the combined effect of which will enable 
the Government to influence the use of resources in the desired 
direction, without interfering with democratic freedoms. 


‘3. These economic “budgets” are entirely different in character from 
the Chancellor of the Exchequer’s yearly Budget. They deal with man- 
years of work and quantities of goods. 


Il. REVIEW OF PERIOD, JULY, 1945—DECEMBER, 1946 


4. On a broad view of the last eighteen months, the result has been 


that: 


(i) 


(ii) 


(iii) 


(iv) 


(v) 


The defence sector (armed forces and munitions) has been cut 
to less than one-quarter of its size at the end of the war. 


Exports have expanded to nearly 110-115 per cent of 1938 vol- 
ume, an amount still insufficient to pay for imports at 70-75 per 
cent of 1938 volume. 


A normal pre-war year’s work of industrial equipment and 
maintenance has been done in 1946. 


Homes have been provided, by new building and repair, for 
nearly 300,000 families, and the way has been cleared for as fast 
an expansion in house-building as the material supplies will per- 
mit. 


There has been little change on balance in food consumption, 
but a considerable expansion in supplies of manufactured goods 
to the home civilian market, to levels ranging from two-thirds 
to over 100 per cent of pre-war. 


5. At the time of the Loan negotiations in Washington, it was esti- 
mated that our adverse balance in 1946 would be about £750 millions. 
The export drive developed faster than had been expected when these 
estimates were made, and imports fell below earlier expectations, so 
the deficit for 1946 is now estimated at around £450 millions. The fol- 
lowing very provisional figures illustrate the position: 
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a  —————————_LSLLLQava 


£ MILuions 


1938 1946 
Payments: 
Foriamports (f.0:b.)eet.y i ee ce 2 eae 826 1,100 
Net overseas Government expenditure........... 13 300 
839 1,400 
Receipts: 
From exports and re-exports (f.0.b.)............. S33 goo 
From interest, profits and dividends*............ 175 60 
Erom other sources (net)< 2.06. << G40 40 ee 61 —I10 
769 950 
AD AICI En aie he, Stier ree Neale eh Mataceciacc Wek Naeger 70 450 


* Excluding oil, shipping, insurance. 


6. This deficit of £450 millions in 1946 has been covered mainly by 
drawings of $600 millions (£150 millions) on the United States and of 
$540 millions (£130 millions) on the Canadian credits. 


7. Our balance of payments in 1946 has been more favourable than 
expected. But this is largely because we have been unable to obtain all 
the food and raw materials that we need. Moreover, during 1946 as a 
whole, the rate of expansion of our exports has been no more than 
enough to balance the rate of expansion of our imports. At the end of 
1946, exports were running at [10-115 per cent of pre-war volume; but 
these exports, together with our invisible exports, were not enough to 
pay for imports even at 70-75 per cent of 1938 volume. 


Il. THE SITUATION IN 1947 


8 The central fact of 1947 is that we have not enough resources to 
do all that we want to do. We have barely enough to do all that we must 
do. The Government has examined the national needs for 1947, and has 
decided that first importance must be attached to payments for imports 
and to the equipment of basic industries and services. 
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IMPORTS AND EXPORTS 


_ g. Imports and exports must take first priority, now and for some 
years to come. We need more imports in 1947. In the last year we have 
been getting 70 per cent of the 1938 quantities, and have had to draw 
on stocks. The 1947 import programme provides an expansion to 80-85 
per cent of 1938 volume as follows: 


£ MIL.ions 

(F.O.B.) 
Food and supplies for agriculture.................. 725 
Raw materials and supplies for industry............ 525 
Machinery and equipment (including ships)......... 60 
Petroleum products) aor ie y enn oe Pe 55 
dlobaccomrep naa evan scone Cre CATA ReneS ae 50 
Consumer aoods ayy c tyes se ikea sua 35 

AO GAl rons chin Se tena wees eh ine rap ae. S TeasOs 


* Estimated film remittances of £18 millions in 1947 are 
debited against net invisible income. 


zo. There are other claims upon our foreign exchange resources. The 
expenditure abroad of the Armed Forces; our share of the cost of Ger- 
many; expenditure on relief; advances for rehabilitation; grants for 
Colonial development and welfare—all these, like imports, must be 
paid for by exports. 


rz. We expect to have to find in all some £1,625 millions of foreign 
exchange in 1947—£1,450 millions for imports and £175 millions for 
net overseas Government expenditure. This must be covered by our 
exports and re-exports, by our invisible income, or by borrowing from 
abroad. For reasons explained below, the Government considers that it 
would be unsafe to plan in 1947 to borrow more than £350 millions net. 
Our net invisible income may yield £75 millions. This leaves £1,200 mil- 
lions to be provided by receipts from exports and re-exports. 


zz. Our exports and re-exports in the latter part of 1946 were run- 
ning at a rate of about £1,100 millions a year. We cannot now expect an 
expansion in the first half of 1947. This is all the more reason why a 
strong effort must be made to recapture the lost ground and to bring 
about a substantial recovery in the second half of 1947. Otherwise we 
shall be faced with the inescapable alternatives of cutting down our es- 
sential imports or drawing dangerously fast upon the United States and 
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i 
Canadian credits. We must enter 1948 with a ack 3 narrower gap bes 
tween our imports and our exports than there will be in the year 1947 aa 
a whole. The Government has, therefore, set an export target of 140 pe= 
cent of the 1938 volume to be reached by.the end of 1947 as against tha 
end-1946 level of 110-115 per cent of 1938. It will be extremely difficulll 
to achieve this target. This year, we cannot export coal. The volume 0) 
exports of manufactured goods must therefore rise to about 165 per 
cent of the 1938 level. Our exports of steel and cotton textiles will nos 
expand further this year. Special reliance must therefore be placed upon: 
a further substantial growth of engineering, vehicle, chemical ano 
miscellaneous exports. 


THE DOLLAR PROBLEM 


13. This lay-out of imports and exports ends with a prospective defi- 
cit of £350 millions to be met by borrowing from abroad. This is itsel: 
considerable alongside the £955 millions remaining of the United States 
and Canadian credits at the beginning of the year. But the drain upon 
these credits in 1947 threatens to be much larger than this. After the 
middle of this year our convertibility obligations under the Anglo 
American Financial Agreement may result in some loss of dollars. 


z4. Moreover, our dollar position is much more difficult than woulc 
appear from our total balance of payments. We are now drawing some 
42 per cent of our imports from the Western Hemisphere, which is nov 
the main source of the food and raw materials that we must have. But 
we are selling there only 14 per cent of our exports. We are thus running 
large deficits with these countries. These must be settled in dollars oi 
their equivalent. To much of the Eastern Hemisphere, on the othe 
hand, we tend to sell more than we buy. But many of the Eastern Hem 
isphere countries have no gold or dollars or essential goods with whicl 
to pay. We, therefore, shall not be able to use our surpluses with East 
ern Hemisphere countries against our deficits with Western Hemis 
phere countries. To the extent that this occurs, the drain on our dollar 
will exceed the total deficit of £350 millions. 


75. This dollar problem within our total balance of payments can b 
solved only by the economic recovery of Europe and the Far East an 
the establishment of equilibrium in all the major trading countries 
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Biances of payments. The United States and Canadian credits must 
last us not only until we have ourselves established a stable balance of 
payments and are exporting as much as we import; they must last until | 
this special dollar problem is also solved. 


BASIC INDUSTRIES AND SERVICES 


z6. The second main national need is to restore the full efficiency 
and productive power of our basic industries and services. 


77. The present crisis underlines the basic importance of coaL, and 
of power derived from coal. We cannot afford to set a lower production 
target for 1947 than 200 million tons of coal, deep-mined and opencast. 
It will be a hard target for the miners to reach, but it will meet only our 
minimum requirements. 


8. The immediate power crises of course result from lack of coal. 
But even when there is enough coal to run the power stations to full 
capacity, there will still be an electricity shortage. In 1938, electricity 
production by authorised undertakings was at its pre-war peak of 24,000 
million units; in 1946, it was 41,000 million units. In January, it was 
running 15 per cent above last year. In spite of a substantial programme 
for the production of generating plant, which will provide 0.8 million 
kilowatts of plant in 1947 and 2.6 million kilowatts by the end of 1949, 
the position is likely to get worse in the next two years. There will be 
some relief in Scotland in 1949 from the hydro-electric development in 
the North of Scotland. But in the country as a whole, in the winter of 
1947-48, the deficit is likely to rise to 1.6 million kilowatts; in the fol- 
lowing winter, to 1.7 million kilowatts. Drastic steps will be taken to 
keep down the domestic load. 

zg. The stTEeEx shortage results from lack of imports and from lack of 
coal to maintain maximum production of steel. In 1946, steel output 
was nearly 12$ million ingot tons, compared with the pre-war peak of 
13 million tons. In 1947, there is capacity for a considerable increase, 
but the coal shortage is cutting down production. It is hoped, however, 
that output for the year will not be far below the 1946 level. Consump- 
tion before the war never exceeded 83 million tons of finished steel. In 
1946, it was 8.1 million tons, but rose to an annual rate of 9.2 million 
tons in the fourth quarter. The amount available in 1947 as a whole 
should be appreciably above that of 1946. 
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20. The rattways also have a large back-log of re-equipment and | 
maintenance work to be done. In the summer before the outbreak of / 
war, the railways carried 326 million ton-miles of traffic a week. During ; 
the war, the average was nearly 450 million ton-miles a week. The load . 
is still running at over 400 million ton-miles a week. 


2r. The restoration of our sHIPPING is another major task. The mer- . 
chant fleet in British ownership is 13.9 million gross tons, compared 
with 17.4 million gross tons at the beginning of the war. The shipbuild- 
ing industry is of just the same importance as an earner of foreign ex-_ 
change as an industry producing entirely for export. Last year, it pro- 
duced nearly 1 million gross tons of ships—about the same as in 1938. 
The target for 1947, achievement of which depends upon increased out- 
put per man-year and upon adequate supplies of materials, fittings and 
other components, is 1} million gross tons, with a large repair pro- 
gramme in addition. 


22. The net output at constant prices of British AGRICULTURE in- 
creased by about 35 per cent during the war. The calorific value in- 
creased by about 70 per cent. Intensive mechanisation made British 
agriculture among the most highly mechanised in the world, with 
190,000 tractors compared with the pre-war 60,000; output per man- 
year rose by 10-15 per cent. The Government’s policy, both to save 
foreign exchange and for good farming, is to switch our production, as 
rapidly as the cereals position permits, from the production of crops for 
direct human consumption to the production of livestock and livestock 
products, especially pigs and poultry. The import of £1,000 worth of 
feeding stuffs will save nearly £2,000 worth of imports of livestock 
products. 


23. The suitpine labour force has expanded nearly to the pre-war 
level, but output per man-year is far below pre-war. Raw materials are 
a serious limitation upon production—first, timber; second, structural 
steel; third, clay products. 


SUMMARY PLAN FOR 1947 


24. Having examined our economy as a whole, the Government has 
sought to frame a balanced series of objectives for 1947. These are: 


(1) Defence.—A reduction in the Armed Forces from the December 
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1946 level of 1,427,000 to 1,087,000 by the end of March 1948 
and a fall in the numbers of workers needed for supplying them. 

(ii) Payment for Imports.—Exports must be raised to 140 per cent 
of 1938 volume by the end of 1947. 

(ii) Capital Equipment and Maintenance.-—The housing programme 
IS 240,000 new permanent houses and 60,000 temporary houses 
in 1947. The amount of capital equipment and maintenance 
work (other than work on houses) to exceed that of a normal 
pre-war year by at least 15 per cent. 

(iv) Consumption.—Food supplies will not increase much in 1947 
because of world shortages. The shortage of the most impor- 
tant manufactured consumer goods such as clothing and house- 
hold articles, pottery, and furniture will necessarily continue. A 
steady effort must be made to increase supplies but the progress 
will inevitably be patchy, depending mainly upon the extent of 
the fuel and labour shortages in the various industries. 

(v) Public Service—Programmes for education, public health and 
national insurance to go forward, and a proper degree of effi- 
ciency of the public services to be maintained, with special at- 
tention to economy in man-power. 


25. The achievement of all of these objectives depends upon the 
basic industries and services, and in particular coal, power, steel and 
transport. Failure in any of these—and particularly failure to produce 
200 million tons of coal in 1947—will set back the entire productive 
effort. Indeed, the possibility of securing those objectives depends upon 
the effort of the miners. They are difficult objectives. 


26. At the present output per man-year, we shall require a larger 
labour force than the prospective labour force of 18,300,000 men and 
women unless special measures are taken to increase it. Moreover, the 
present distribution of the labour force, by industries and by places, is 
not satisfactory; a wide range of industries are under-manned, while 
others are getting too much man-power in relation to the raw materials 
available. 


27. The Government therefore appeals to women who are in the posi- 
tion to do so and to others about to retire from industry to contribute 
to the national task by staying on at their work. 
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28. Foreign labour can make a useful contribution to our needs. The | 
Poles who are here or who are coming here and who are unwilling to. 
return to their own country and displaced persons from the Continent. 
are the only substantial additional source of man-power open to. us— 
especially for the under-manned industries. : 

29. The Government is planning on the basis of at least an additional 


100,000 workers from all these sources by the end of 1947, giving a 
prospective total civil employment of 18,400,000. 


30. The approximate distribution which is needed to carry out the 
objectives is: 


In THovusANDS 


December, December, 
1946 1947 

Goalsindustryjste tae. steps ile rue ein ok ders 730 770 
Bubliciutiitiesst- + sammie eee Sal. neways 258 275 
ph ransportrsasaia cack apatite ce eas he eects ees ae 12373 1,370 
Agticultuseand fishing emean. wes aes cis ctiek 1,081 1,120 
Building and civil engineering.............. 1,250 1,300 
Building materials and equipment........... 628 650 
Metalstandtenginceringesnnhianc. oer ener 2,811 2,840 
dextilesiand clothing ™ 0 suey Meera nn ceva 1,405 1,475 
©thermanufactures rae sah sei aenia ech 2,186 2,225 
Distribution and consumers’ services........ 4,270 4,325 
Bubliciservicessnes ai es nen in nase 2,130 2,050 

Motalyctvilemployiments. «jess ns 18,122 18,400 


37. The size and the distribution of the labour force are important, 
but what ultimately counts is the output which the nation produces. 
In the longer view, increased output per man-year is the only way to 
expand production and the standard of living. Our record of industrial 
peace since the end of the war is one of which we can be proud. But more 
is called for than the absence of industrial unrest. It is necessary to 
build up the factories into productive units of the highest efficiency. 
With this direct object, the Government has allocated large resources 
to industrial equipment and maintenance work in 1947 and is ready to 
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make foreign exchange available for imports of machinery which in- 
_ crease efficiency. The Government also attaches great importance to 


_ the introduction of systems of payment and other arrangements which 


provide the maximum incentive to increase output. 


IV. CONCLUSION 


32. The Government has set out its conclusions on the economic 
state of the nations and has fixed targets and objectives for 1947. The 
central problem is coal and power and upon this everything else de- 
pends. The second problem is to expand the nation’s labour force to in- 


- crease its output per man-year and above all to get men and women 


where they are needed most. These are the essentials for increased na- 
tional production. Next is the problem of payment for our imports and 
‘the necessary condition here is a steady recovery of our exports towards 
the target level of 140 per cent of 1938 volume which must be reached 
by the end of the year. Unless we concentrate on these really important 
things we may never restore the foundations of our national life. 


33. The tasks are, however, for the nation as a whole, and only the 
combined efforts of everyone can carry them through. The Government 
therefore invites the attention of industry and the public to its plans; 
it intends to arrange discussion with both sides of each industry of the 
problems which arise ftom them; it will welcome constructive criticism, 
and it is ready to modify its plan if a case for doing so is made out. 


34. These plans call for a great constructive effort by all the British 
people. This is a critical moment in our affairs. There is now no place 
_ for industrial arrangements which restrict production, prices or employ- 
ment. Such regulations and traditions grew up as means of protecting 
those engaged in industry from the effects of a shortage of work and of 
empty order books. But now there is no such shortage, nor need there 
ever be under a policy of full employment. There is more than enough 
work for industry to do. Against this background there is no justifica- 
tion for action by either side of industry which limits production. On the 
other hand if the entire strength of industry—mining, manufacture, 
building, agriculture and services—is wholeheartedly exerted for the at- 
_tainment of the objectives set out the government is confident that our 
present difficulties will be overcome and that we shall succeed in carry- 


ing out the great-tasks before us. 
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What Do You Think? 


1. Is the economic crisis in Britain of any concern to the average Ameri- 
can? Why did the crisis arise? What are the factors involved? What 
is Britain’s present economic status? What are her problems at 
home? What are her financial commitments abroad? Will she be able 
to meet these? 


4 


2. How does the present government in Britain propose to solve the 
problems of Britain’s economy? Will it be necessary to withdraw 
foreign commitments in order to accomplish domestic aims? Com- 
pare the present situation in Britain to that of the United States in 
regard to (a) national income; (4) population; (c) national debt; (d) 
tax burden; (e) national resources; (f) manpower; and (g) foreign 
trade. 


3. What are the responsibilities which the United States faces in the 
world as the greatest financial power? If Britain is unable to continue 
to support overseas commitments, should the United States assume 
these? Should this country give Britain money and materials to hold 
Greece, for example, or should this country do it directly? Discuss. 


4. Why would a serious depression in the United States have important 
consequences on the British and world economies? Should Britain 
and the United States agree to adopt a free-trade policy? Has the 
United States reciprocal-trade-agreements program proved itself a 
means toward achieving freer trade? Discuss. Why is Britain so de- 
pendent upon export markets? What are the resources of Britain? 
What are her present goals in returning to a peacetime economy? 


5. How can the two principal commercial powers of the Atlantic set a 
pattern of trade which will promote prosperity and help preserve the 
peace? What is the problem of developing backward nations? Who 
should pay the cost? Do empires pay? Why is Britain unable to con- 
tinue financial support in Greece? Upon what other basis than empire 
can world trade and development be expanded and promoted? 


6. “Unless solutions are found for the economic problems of the post- 
war period, the world’s economy will rapidly deteriorate to a state 
of anarchy in which no system of collective security can possibly sur- 
vive.”’ Discuss this statement with special reference to the British 
and American positions in the establishment of a world economy. 
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The People Say.... 


The following letters are representative of the views expressed by the 
Rounp Taste audience on “The Child in Today’s Culture,” broadcast 


February 23, 1947. 


Most Interesting 


Your program today was most in- 
teresting, because we are both parents 
and disciples of Dr. Gesell’s. Today’s 
discussion brought to light the answers 
to questions which we had been asking 
ourselves before. And, as all Rounp 
TABLE programs, it presented forceful 
thinkers who, in turn, stimulate our 
own mental processes.—/4 Jistener 
from Buechel, Kentucky. 


Helpful 


Your broadcast which has just 
finished was both very interesting and 
very helpful.—2 Jistener from Chicago, 
Illinois. 


Informative 


I found the broadcast concise and 
informative. I would like copies to 
show to parents whom I know.—/4 
listener from Brooklyn, New York. 


Highest Regard 


My wife and I have listened with 
deeply satisfying enjoyment and high- 
est regard to your broadcast on child 
development. Your participants pre- 
sented their views in such fashion as to 
serve the masses most illuminatingly 
in their own contacts with their chil- 
dren and their problems.—24 Jistener 
from Detroit, Michigan. 


Instructive 


We have just listened to your pro- 
gram relating to child development. It 
was not only provocative in some of 
its aspects but instructive as well. 
Thanks for a very enlightening discus- 
sion.—d listener from Greenbelt, Mary- 
land. 


Program a Disservice 


I am hoping that I misunderstood, 
for the unfortunate implication to the 
average listener of the exchange on 
discipline was that discipline repre- 
sents the grim choice between cor- 
poral punishment, for example, of a 
cuff on the ear or the psychological 
punishment of parental refusal to com- 
municate over a period. J think that I 
represent many people who feel that 
today’s program, aside from Dr. 
Gesell’s presentation, performed a dis- 
service in the field of parent-child rela- 
tionships.—4 listener from Philadel- 
phia, Pennsyloania. 


Thought-provoking 


I found the discussion tremen- 
dously interesting and very thought- 
provoking. It is a long time since I 
last heard authorities on child psychol- 
ogy make such liberal use of the funda- 
mental factor that should guide all 
who take part in guiding the develop- 
ment of children—namely, common 
sense.—d listener from New York, 
New York. 
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